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SUBJECT: COST OP OIL TO JORDAN 

REF: A) AMMAN 1443 (1976), B) AMMAN 2341, C) AMMAN A-40 

1. IN RECENT CONVERSATION WITH EMBOPF, GOVERNOR OP 
JORDAN'S CENTRAL BANK MENTIONED THAT SAUDI ARABIA 
HAS THUS PAR AGREED TO ANNUAL $40 MILLION SUBSIDY TO 
SUPPORT JORDAN'S IMPORTS OP CRUDE OIL VIA TAPLINE 
(REF A) ONLY FOR 1976 AND 1977. HE QUICKLY ADDED, 

HOWEVER, THAT HE HAS REASONABLE HOPE THAT SAUDIS CAN 
BE PERSUADED TO CONTINUE SUBSIDY. 

2. IN JUNE 14 PRESS CONPERENCE, PRIME MINISTER BADRAN 
SAID THAT AT PRESENT GOJ SUBSIDY ON FUELS RUNS TO $60 
MILLION ANNUALLY (PRESUMABLY INCLUDING $40 MILLION 
SAUDI SUBSIDY, WHICH HAS NEVER BEEN PUBLICLY ACKNOW- 
LEDGED AS GRANT FOR THIS PURPOSE). ALTHOUGH WE HAVE 
LONG BEEN AWARE THAT GOJ WAS EXPENDING OWN RESOURCES 
TO SUBSIDIZE PETROLEUM PRODUCTS, THIS WAS PIRST OCCASION 
IN WHICH PRICE TAG HAS BEEN MENTIONED. AS DOMESTIC 
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CONSUMPTION IS EXPECTED TO CONTINUE ITS RISE (ALLOWING 

POR ESTIMATED SMUGGLING OUT OF JORDAN LAST YEAR - REP B) - 

AT A RECENT ANNUAL RATE OF ABOUT 10 PERCENT), EVEN MAINTENANCE 

OP SAUDI SUBSIDY IMPLIES INCREASING GOJ SUBSIDY IN 

ABSENCE OP RETAIL PRICE INCREASE. MINISTRY OP PINANCE 

OPFICIAL RECENTLY TOLD EMBOPP THAT GOJ HAS DECIDED TO 

RAISE RETAIL PRICE OP AT LEAST HIGH OCTANE 
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GASOLINE, AND BADRAN'S PUBLIC REFERENCE TO AMOUNT OF 
SUBSIDY MAY HAVE BEEN INTENDED TO PREPARE PUBLIC FOR 
ANNOUNCEMENT OF THIS DECISION. 

3. JUST OVER ONE YEAR AGO, GOJ RAISED PRICE OF PREMIUM 
GASOLINE BY ONE-THIRD AND THAT OF OTHER PETROLEUM 
PRODUCTS BY BETWEEN 7 AND 26 PERCENT. AT THAT TIME, WHEN 
CONSUMERS WERE ALREADY COMPLAINING ABOUT RAGING INFLATION, 
PRICE INCREASES ADDED ANOTHER ITEM TO LIST OF PUBLIC 
COMPLAINTS ABOUT GOJ MANAGEMENT OF ECONOMY. INFLATION 
HAS CONTINUED AT WORRISOME RATE, AND THAT COMBINED WITH 
GOJ RECOLLECTION OF RIOTS IN EGYPT THAT FOLLOWED GOE 

PRICE INCREASES, ADDS IMPORTANT POLITICAL CONSIDERA- 
TION THAT MAY STILL HAVE TO BE MEASURED AGAINST 
ECONOMIC CASE FOR INCREASING PRICES. ALTHOUGH EARLIER 
1977 INCREASES IN WATER AND ELECTRICITY RATES AND 
RECENT INCREASE IN EXCISE TAX ON CIGARETTES WERE 
RECEIVED REASONABLY WELL BY PUBLIC, THIS WILL NOT 
NECESSARILY BE TRUE IN CASE OF INCREASE IN FUEL PRICES. 

4. INCIDENTALLY, FOR PURPOSES OF BALANCE OF PAYMENTS 
RECORDS, JORDAN USED SOMEWHAT PECULIAR DEVICE TO ACCOUNT 
FOR SETTLEMENT OF ITS DISPUTE WITH TAPLINE OVER PRICE 
JORDAN PAYS FOR CRUDE OIL. COSTS FOR CRUDE THROUGH 1974 
REMAIN AS THEY WERE PREVIOUSLY RECORDED IN BALANCE OF 
PAYMENTS, I.E., AT ABOUT $2 PER BARREL PRICE PREVAILING 
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PRIOR TO 1973 OPEC PRICE INCREASE. SAUDI CONTRIBUTION 
OF $I 16 MILLION THAT ENABLED JORDAN TO MAKE PAYMENTS 
TO TAPLINE WHICH ENDED DISPUTE ARE RECORDED AS 1975 
LOAN (CREDIT IN CAPTIAL ACCOUNT) TO GOJ AND SUBSEQUENT 
REPAYMENT (DEBIT) IN 1976. PRIMARILY FOR THIS REASON, 

JORDAN'S BASIC BALANCE IN 1975 SHOWS UNUSUALLY HIGH 
SURPLUS IN 1975 AND UNUSUALLY LOW SURPLUS IN 1976 
(REF C). 

PICKERING 


CONFIDENTIAL 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM, IMPORTS, SUBSIDIES 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 28-Jun-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977AMMAN03599 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D770230-0508 

Format: TEL 
From: AMMAN 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 977061 2/aaaaakaf. tel 

Line Count: 103 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: b537da75-c288-dd1 1-92da-001cc4696bcc 

Office: ACTION NEA 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: n/a 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 

Reference: 77 AMMAN 1443, 77 AMMAN 2341, 77 AMMAN A-40 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 07-Feb-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2014839 
Secure: OPEN 
Status: NATIVE 

Subject: COST OF OIL TO JORDAN 
TAGS: EAID, ENRG, JO, SA 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/b537da75-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassifled/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassifled/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



